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AUDITING STANDARDS BOARD 
Approved Highlights 
June 4-6, 2002 Meeting 
New York, NY 
     
Meeting Attendance  
 
James Gerson, Chair 
Jeffery Bryan 
Linda Cheatham 
Craig Crawford 
John Fogarty 
Lynford Graham 
Michael Manspeaker  
Susan Menelaides 
Al Paulus 
Mark Scoles 
Bruce Webb 
Ray Whittington  
Chip Williams  
 
Members Absent 
 
Richard Dieter 
Auston Johnson 
 
AICPA Staff  
 
Susan Jones, Senior Technical Manager, Audit and Attest Standards  
Gretchen Fischbach, Technical Manager, Audit and Attest Standards 
Kim Gibson, Technical Manager, Audit and Attest Standards 
Judith Sherinsky, Technical Manager, Audit and Attest Standards  
 
Observers and Other Participants  
 
Joe Bentz, Grant Thornton 
John Brolly, PricewaterhouseCoopers LLP 
Robert Dohrer, McGladrey & Pullen LLP 
George Fritz, PricewaterhouseCoopers LLP 
Howard Meltzer, KPMG LLP 
David Noonan, Ernst & Young LLP 
Esmeralda Rodriguez, Securities and Exchange Commission 
Tania Sergott, Staff, International Federation of Accountants 
Mary Ann White, Practitioner’s Publishing Company 
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II. CHAIR AND STAFF REPORTS  
 
Jim Gerson and Chuck Landes provided updates on recent Audit Issues Task Force meeting and 
other matters. 
 
 
III. AGENDA ITEMS PRESENTED AT MEETING 
SAS 71 Task Force 
 
The SAS No. 71 Task Force (task force) has been revising SAS No. 71, Interim Financial 
Information, to provide additional guidance to accountants performing review engagements, 
incorporate the requirement of the Securities Exchange Commission (SEC) for timely filings of 
interim financial information, and incorporate the recommendations of the Public Oversight 
Board’s Panel on Audit Effectiveness in its August 31, 2000 document, Report and 
Recommendations, as well as the recommendations of  the AICPA’s Professional Issues Task 
Force in Practice Alert 2000-4, “Quarterly Review Procedures for Public Companies.”  Alan 
Paulus, chair of the task force, led the ASB in a discussion of a revised draft of SAS No. 71. The 
members of the ASB recommended that the following revisions be made to the document:  
 
• In paragraph 3, clarify that it is the entity’s responsibility to engage an independent 
accountant to perform a review of the interim financial information. 
 
• In paragraph 4, under the heading “Applicability,” insert the following footnote after the 
words “generally accepted accounting principles:”  
 
Footnote 3 of AU Section 411, The Meaning of Present Fairly in Conformity With 
Generally Accepted Accounting Principles (AICPA, Professional Standards, vol. 
1, AU sec. 411.10) indicates that for SEC registrants, rules and interpretive 
releases of the Securities and Exchange Commission (SEC) have an authority 
similar to that of category “a” accounting principles. 
 
• In the illustrative reports and elsewhere in the text, delete the words “to financial data” in 
the phrase “applying analytical procedures to financial data.” 
 
• Add the following example of an analytical procedure to paragraph 18,  
 
Comparing disaggregated revenue data, for example, comparing revenue reported 
by month and by product line or business segment during the current interim 
period with that of comparable prior periods.  
 
• Add an illustrative report on a review of  a condensed balance sheet as of March 31, 
20X1, the related condensed statements of income and cash flows for the three-month 
periods ended March 31, 20X1, and 20X0, and  a condensed balance sheet derived from 
audited financial statements as of December 31, 20X0 that were  included in Form 10-Q. 
Also add  a  footnote to the description of that illustrative report summarizing the 
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requirements of Regulation S-X regarding the financial information that should be 
provided in filings on Form 10-Q 
 
The ASB voted to issue the document, with the suggested revisions, as an exposure draft. 
 
SAS No. 50 
 
Craig Crawford lead the discussion on the Proposed Statement on Auditing Standards, 
Amendment to SAS No. 50, Reports on the Application of Accounting Principles.  
 
The ASB discussed the comment letters received. As a result of certain comments, revisions 
were made to the exposure draft.  The revisions include:  defining reporting and continuing 
accountant, and including a reference to the country of origin in the example report.  
 
After the discussion, the ASB took the following vote: 
 
Should the Proposed Statement on Auditing 
Standards, Amendment to SAS No. 50, Reports on 
the Application of Accounting Principles, be issued 
as a final SAS? 
Assent 
 
 
13 
 
Dissent 
 
 
0 
 
Absent 
 
 
1 
 
Fair Values  
 
Susan Menelaides, Vice-chair of the ASB Fair Values Task Force led the discussion of the 
revised draft of the proposed SAS that will provide guidance to auditors for auditing fair value 
measurements and disclosures. The draft SAS, entitled Auditing Fair Value Measurements and 
Disclosures, is based on a proposed International Standard on Auditing by the same name.  
 
After discussion, members voted to  ballot the document for exposure (13 in favor; 1 dissent).  
 
Joint Risk Assessments  
 
John Fogarty, co-chair, Joint Risk Assessments Task Force (task force), presented three proposed 
International Standards on Auditing (ISAs), “Audit Evidence,” “Understanding the Entity and Its 
Environment and Assessing Risks of Material Misstatement,” and “The Auditor’s Response to 
Assessed Risks,” that have been drafted by the task force. The guidance in these documents will 
form the basis for drafting several new and amended Statements on Auditing Standards (SASs) 
that will be brought to the July ASB meeting. Since the last ASB meeting, the task force held a 
meeting and a conference call, and the chairs and staff also met for a drafting session. Mr. 
Fogarty noted that among the more significant changes in the drafts were the restoration of the 
term “assertion” and the use of the term “significant risks.”     
 
Mr. Fogarty also reported about his recent meeting with the POB Panel on Audit Effectiveness 
staff to discuss how the proposed guidance is intended to respond to various Panel 
recommendations. Mr. Fogarty stated that the Panel staff generally supported the proposed 
guidance and provided some helpful suggestions to improve the drafts, for example, relating the 
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understanding of the entity and its environment to what can go wrong at the assertion level 
earlier in the process, clarifying how the guidance relates to the audit risk model, and clarifying 
the characteristics of significant risks.    
 
ASB members discussed the documents and suggested additional ways to enhance the guidance, 
particularly with respect to the extent of testing (both tests of controls and substantive 
procedures), dual purpose tests, rotation of controls testing, and extending work from an interim 
date to the period end.  
 
 
 
